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SUBJECT: MTN: GATT SECRETARIAT STUDY OF EFFECTS OF MEN 
TARIFF CUTS ON GSP BENEFITS 

REFS: GENEVA 5510, GENEVA 5612 

1. MTN DELEGATION HAS LEARNED THAT A QUOTE DEPUTY 
DIRECTOR GENERAL OF GATT UNQUOTE HAS REJECTED FORMULAS 
USED IN STUDY AND DESCRIBED IN REFTELS. HE 

BASED REJECTION ON BELIEF THAT FORMULAS SHOULD APPROXI 
MATE AS CLOSELY AS POSSIBLE THE FORMULA LIKELY TO BE 
DECIDED UPON AS WORKING HYPOTHESIS FOR MTN. 

2. GATT SECRETARIAT HAS NOW COME UP WITH THREE NEW FORMULAS 
AND HAS ASKED WHETHER THESE WOULD BE ACCEPTABLE TO U.S. 
FORMULAS ARE: 
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(A) TARIFFS IN ZERO TO 10 PCT RANGE TO BE REDUCED TO ZERO; 
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TARIFFS ABOVE 10 PCT TO BE CUT BY 50 PCT. 

(B) TARIFFS IN ZERO TO 7 PCT RANGE TO REMAIN UNCHANGED; 

TARIFFS IN 8 TO 14 PCT RANGE TO BE REDUCED PROPORTIONATELY 
SO THAT THE ORIGINAL 8 PCT TARIFF WILL BE CUT TO 7 PCT AND 
TO 14 PCT TARIFF WILL BE CUT TO 10 PCT. TARIFFS BETWEEN 

14 PCT AND 20 PCT WOULD BE ALL CUT TO 10 PCT. TARIFFS ABOVE 
10 PCT WOULD BE CUT BY 50 PCT. 

(C) Y EQUALS X PLUS 10 WHERE X EQUALS ORIGINAL TARIFF 
LEVEL AND Y EQUALS PCT REDUCTION. 

3. COMMENT: THESE NEW TARIFF FORMULA REPRESENT 

SPECIFIC TARIFF REDUCTION AUTHORITIES SINCE FORMULA 

(A) IS OBIVIOUSLY THE SENATE FINANCE COMMITTEE'S 

AUTHORITY IN THE TRA AND FORMULAS (B) AND (C) APPROXIMATE 

THE TARIFF CUTTING OBJECTIVE GIVEN IN THE LASEST EC 

DRAFT MANDATE. THIS MEANS THAT THE GSP STUDY PRESENTLY 

ENVISAGED BY THE SECRETARIAT SEEMS TO HAVE MOVED A STEP 

BEYOND ITS ORIGINAL PURPOSE AS SOLELY EDUCATIONAL AND ILLUSTRATIVE 

EXCERCISE. WE WOULD APPRECIATE A REPLY AS SOON AS POSSIBLE WITH 

INSTRUCTIONS WHETHER TO ACCEPT. REJECT OR MODIFY THE 

PROPOSED NEW FORMULAS. DALE 
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